Abstract: Jan Tinbergen and Milton Friedman were both very much inspired making economic theory work, applying it in service of society. The Tinbergen approach -the economist as Social Engineer -was exported to Chicago in the 1940s where one of Tinbergen's students -Tjalling Koopmans -became a prominent member of the Cowles Commission, where his method and style clashed with the Economics Department dominated by Milton Friedman who was a public intellectual. Koopmans preferred the Walrasian method of looking at economics whereas Friedman relied on a Marshallian, partial equilibrium approach. With Friedman's departure from Chicago in 1977 his method and approach disappeared. The work of Koopmans and the Cowles Commission more generally formed the basis for New Classical Economics and came to dominate the practice of economics. The irony of these two icons of economics is that they produced disciples who carried their initiative too far.
With his usual wit and politeness Robert Solow -at that point in his career a rising starpinpointed the main Dutch intellectual export product at that time: rigorous thinking in models. He may have been right for that time. Today the trade flow goes the other way as now Dutch economists either go to the US to be processed and re-exported or they have become accustomed to the American approach by importing American style PhD programs.
Something in the standing of Dutch economics must have changed.
In order to account for the crossing of the comparative advantage in economics from the Netherlands to the US we focus on the tales of two giants in economic thought. Both started their career in the thirties, both would end up winning the Nobel Prize. One more or less personifies Dutch economics up till the sixties, and the other almost single handedly changed American economics in the seventies. We are speaking of Jan Tinbergen in the Netherlands and Milton Friedman (1912 Friedman ( -2006 in the United States. Milton
Friedman was the father of what has become known as the 'Chicago School' of economics and Jan Tinbergen pioneered a style of economics that would come to dominate the science of economics. Their tales reveal a great deal of the story of the transatlantic relationship between Dutch and American economics. It is a tale of how a small country can be big and how a large country is able to impose its values on the global community of economists and policy makers.
A Common Bond
Both economists shared a common interest in mathematics and economics. Friedman originally intended to be a mathematician, and later an actuary. It was Arthur Burns, who later became chairman of the Federal Reserve, and Homer Jones at Rutgers University who guided
Friedman to the field of economics. (Rutgers University was, incidentally, founded by Dutch reformed immigrants in 1766, to make for one Dutch connection.) Jones helped Friedman win a scholarship to pursue a master's degree in economics at Chicago. Friedman wanted to do economics because of the experience of the Great Depression; he was convinced that economists could help solve it.
Friedman liked numbers, and although he was not a bad mathematician, he developed a taste for empirical work. After his master he could indulge in this interest at the prestigious National Bureau of Economic Research where he would work from 1937 to 1942. He would return to the University of Chicago to become the icon of American economists propagating his all-American vision of a free market and a minimal government. . Jan Tinbergen started out his life reading Mathematics and Natural Sciences at the University of Leiden, where he became an assistant of the famous physicist Ehrenfest, a friend of Albert Einstein. Ehrenfest introduced him to most of the creative minds in physics, among whom was Einstein. Even so, Tinbergen developed an interest in economics because of his socialist ideas. He was set on resolving the problems of society, and for that ideal economics was to be a better vehicle than physics. But his knowledge of physics was not lost; he figured that the way of thinking that he had learnt in physics was most pertinent to the study of economic problems as well. He was especially captivated by the idea that the rigor of mathematical and statistical methods would discipline policy decisions.
Tinbergen started his career as an economist at the Central Bureau of Statistics where he initiated research on the business cycle research with a small group of like-minded mathematical and statistically oriented economists. This work did not go unnoticed as he was commissioned to work two years at the League of Nations in Geneva, where he had to evaluate the many business cycle theories suggested by Haberler; for Tinbergen this offered an opportunity to refine his business cycle models. His work on business cycle models marked a breakthrough in macroeconomic modeling and paved the way for the application of statistical methods to quantify parameters in calculating economic policies. The models were intended as instruments for economists to advise politicians. It earned him, together with his more theoretically oriented colleague and friend Ragnar Frisch the first Nobel Prize in economics in 1969. Accordingly, like Friedman Tinbergen saw economics as an instrument to solve social problems and like Friedman he believed that economics needed a strong empirical basis in order to fulfill its political role. They both began their research with work on the business cycle that appeared to characterize economic processes.
…. Yet Worlds Apart
With such similarities in motives and intentions, the differences between the two economists are all the more striking. They also prove to critical for an explanation of the reversal in the trading of brain power across the Atlantic. Before Tinbergen appeared on the scene Dutch economists were liberals (or conservatives in the American frame of mind); this all changed during the depression years when economists were fed up with classical economics and dogmatism that permeated economic policy debates. Both Tinbergen and Friedman (as many other economists at that time) were set on the making of a free society, but both had distinctively different views on how to attain such a goal. Tinbergen was thinking of freedom from want and misery and to that end he was prepared to compromise on the freedom of choice. In effect, Tinbergen was very much an egalitarian avant la lettre who remained committed to defending social justice as a primary policy objective throughout his life. Tinbergen never displayed such doubts or thoughts about the use of knowledge. He was deep down the social engineer who was struck by the analogies between physics and economics and who saw possibilities at a macroeconomic scale to improve the efficiency of the national economy and at a later stage the world economy.
Both Tinbergen and Friedman were visible characters in their country, not in the least because they did not shy away from policy problems. Friedman participated in policy discussions as an advisor to numerous government leaders and as columnist in Newsweek. He never got involved, however,in the Council of Economic Advisers, the American agency that comes closest to the Dutch Central Planning Bureau founded by Jan Tinbergen. For Friedman the spheres of science and policy had to be separated and his advice to policy oriented economists was simple: "If you really want to engage in policy activity, don't make it your vocation. Make it your avocation. Get a job. Get a secure base of income. Otherwise, you're going to get corrupted." (cited in Doherty, 1995) .
The manner in which Friedman gave policy advice differed also markedly from the way Tinbergen gave advice or for that manner most economists. He thought that the public interest characterization of government was basically flawed. Giving advice directly to government officials or politicians is "a waste of time". According to Friedman (1988) economists could nonetheless exert influence on economic policy formation in three ways.
First of all, by persuasion: persuade and inform the public, "give the public a better idea of what is in the public's own interest". Second, by analyzing institutional arrangements (e.g. constitutional changes) which would bring about the desired results instead of trying to influence policy makers directly. And a third way is to keep options open for times of crisis.
Most policy advice does not seem tenable in good times but when the bad times arrive the hearts and minds of politicians may be ready for taking drastic action.
The Tinbergen approach to policy advice followed a line of conduct which Friedman thought was a waste of time. Tinbergen assumed that governments were the defenders of the public interest and merely appealing to the common good would be sufficient. Advising and educating the policy maker directly was in his view the way things are done. As a consequence Tinbergen was heavily involved in Dutch and global policy activities throughout his entire career: the Central Bureau of Statistics, the League of Nations, Central Planning Bureau, the Social Economic Council (SER), the United Nations, the OECD and numerous other advisory bodies could count on his advice. Contrary to Friedman, economic policy activity was a vocation for Tinbergen.
Tinbergen would become the inspiring example for the subsequent generations of Dutch economists as Table 1 clearly shows. more through an attitude and approach then on policy views. To understand the differences across the Atlantic it may help to bring to the fore the main differences of the two economists (see Table 2 ), who have become the archetypes for economists in the US and Europe. Freedom (1962) , the basic roles of government in a free society are: "to provide a means whereby we can modify the rules, to mediate differences among us on the meaning of rules, and to enforce compliance with the rules on the part of those few who would otherwise not play the game. The need for government arises in these respects because absolute freedom is impossible" (1962, p. 25) . He may have played with the thought as he once admitted in 1995:
"I would like to be a zero-government libertarian", but as he quickly added "I don't think it is a feasible social structure." (Doherty, 1995 ). Friedman's style of work was closely connected to understanding the actual workings of markets. As he put it: "I was trying to explain the data, but not through models, not through multi-equation models, but through more informal stories -basically trying to appeal to microeconomic interactions." (Samuelson and Barnett, 2007, p. 122) .
Tinbergen shared Friedman's orientation on 'what can be done' but being the social engineer he was, he wanted to think by means of mathematical models. Tinbergen was also an economist in the literal sense of the word in that he practiced economics, or should we say economical conduct, not only in his world of models but also in everyday life. In that respect, Tinbergen completely fits the description which Nelson (1987, p. 52) gives of the economist of that time as the Progressive Neutral Expert. Efficiency in the large and in the small would get equal attention. Playful research did not enter Tinbergen's vocabulary, or as he put it in his own words: "One does not primarily study to contribute to the progress of theory: the primary motive is to be traced to the problems of the day, and to advise policy makers on how to solve the problems" (Passenier, 1994, p. 58) . His belief in the helping hand of governments was high, perhaps because he was part of it. One could not imagine a better guardian of the public interest than Jan Tinbergen. His colleagues called him mockingly 'Saint Jan'.
The differences also became quite apparent when looking at how Tjalling C. Koopmans (1910 Koopmans ( -1985 was a student of Tinbergen and like Friedman and So we see how ideas that emerged in a small country overtook intellectual life of a large country, and how intellectual life of the small country subsequently succumbs to the overpowering ideology of the large country. We also see how great the influence of two individuals can be on the development of ideas, economic ideas in this case. The irony of our two icons of economics is that they produced disciples who carried their initiative too far and generated great expectations; expectations which did not materialize in the 1980s and 1990s.
Koopmans carried forward the Tinbergen approach but lost contact with the real world and turned economics into an exercise of optimal resource allocation. Lucas -with the help of Koopmans -carried forward the Friedman approach to assume rationality in economic behavior, but he also lost touch with reality and grounded his models on super-rational individuals. Both Tinbergen and Friedman regretted this development and with hindsight they may be right. The Koopmans approach was constructed in a time of optimism, and thinking that all problems can be solved on a blackboard was understandable but deep down not plausible. The Lucas approach was constructed in a time of pessimism and thinking that every policy act is a waste of money was a logical thought in times of stagflation and opportunistic politicians but it ignores the power of institutions and the insights that people are boundedly rational. In our age of diminished expectations it may turn out that the hi-tech economics of Koopmans and Lucas is ill-suited for thinking about today's economies and that a return to the pragmatism and rationality of Tinbergen and Friedman may offer more value for the penny of an economist's thoughts.
